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CREDIT NUMBER N

DEVELOPMENT CREDIT AGHREEMENT
AGREEMERNT,  dated \ M2, Berween MDA
tthe Bomowsr) and INTERHATIONAL DEVELOFMENT ASSOCIATION (the

Associalien)

WHEREAS (A) the Borower, having sansfed tself as 1o the feasitaliny and
priarety aof 1he Fropect descmbed in Schedute 2 10 thes Agreement [The Progect). has
megquedted the ASL0ciation W assist i the fnancing of the Progecy;

{H] the Project will be caered oul by the Borrower, and the Proyect States (as
herein defined) with The Bomower's assiddance and, as part of such asuistence, the
Bomrower will make part of the procceds of the eredul prowvided for m Arpele i of this
Agreement {1he Credin) avaitable 10 the Project States, 3s set forth in this Agreement; and

WHEREAS the Asgociniton has agreed, om the Basis, imter aha, of the forcgeang,
(o anend the Credit to the Bormower upon the terms and conditions sel forth in s
Apresment and 1n e agrecment of even date herewilh between the Association and Lthe
Proyect States {1he Projecl Agreement},

MOW THEREFORE the parties hersin hereby apres as follows:

Yo



L3

AHTICLE 1

Cieneral Condilions; Definitians

Secion LB Fhe “General Conditions Applicable 1o Devefoprwst Credn
Apreements” of the Associanon, dated January 1, 1935 tas amuended Theaugh Ortober &
1989], with the modificaneas et Torth belgw tthe General Cunditonsy, consoe an
imegtal purt of this Agresment

The sevond semtene of Section $.01 15 modiied 1o read:

“Freept as ahe Bomower and (Re Ascencigtion shall otherwise agree. no
withurawais shall be made for the purpose of any paymént to pergons or ernbes, or for
any import of goods, 1f sueh payment or ITPOIT, 10 the konswledge of the ARsecianen, 5
prehibited by a decizion of the United MNations Secunty Councd taken under Chapler VI
af Ihe Cherier of the LUrited Mations.™

Seanon 162, Unless the comext pherwize Tequires, the several ferms defined in
lhe General Condilions and i1 the Preamble ta this Agreement have he Tespeative
meantngs theemn sel ferh and the lollewang addional 1erms have the fultowimg
mEanings

fad "BTE"” means abe Bureau of Technical Educatian withun the Lepanment
of Sevondary and Higher Educanon of the Barmower;

(k) "DEHE” means the Departient of Secondary and Higher Tducanion
within the Blinistry of Human Resource Drevelopenent of the Burrower,;

(e} “Eligtble Categories™ means categaries 1 through & sl Torth o the [able

i Part A1 af Schedule 1 i this Agreement;

g



fd¥ “Eligibke Expenditures” means the expendiurss ff goods, works and

SErVILES,

(e} “Institutiongd Development Subprapec”™ means an mstitutional project
cansistng of actvities classidfied in Pan A of the Progect and which has been preparcd
and agreed m aceocdanee with ihe criern and procedures sét forh i the PIF far
schection of imstitutional projeats.

in MO means & memorzndum of understanding 10 be entered no
between an igsditubon selected in accordance with the crenia and procedures st farth in
the PIF and 3 Froject Siawe o the BTE, a5 appropriate, for Propect implemcnianion, and m
foemm ol the dralft sample MOU gnnesed othe PIM,

(g} “HEIU" means the Matignsl Prgjcet Implementation Uiniv esablished by
the Borrower in 3ccondanee wilh paragraph 3 of Schedule 3 of fhis Agreement;

{h “Projeel Agroement” means the agreement between the Associalion and
the Project States of even date herewath, 25 Lthe same may be amended from time w e,
and such {erm includes all schedules and apreements supplemental to the Project
Agresrment;

)] “Proyect  Implemenlalion Flan™ o “PIPT means the Boarower’s
mplementation plan for the Project dated Aogost 2002, incledmg hewe-bound action
plans, procedures and criterid e implementation of the Prapect, all a5 necessary, and
agreed with the Assocabion;

1] “Project Management Report” means cach repact prepared h accocdance

Qr

with Section 3.02 of the Povecl Agreenwnt,



k) “Project Institunion™ means a iechmegliengimeening sducan o nsdifuLen,
as defined in the PIP, duly selecied iior sUppent under the Project and whieh has eniered
1t an M OL for she purposes of Proyect implememation.

] Pt Slales” means the ollow ing selected States of the Bpmower
Haryana, Himachal Pradesh. Kerata, Madhya Prodesh, Maharushirs aad Lisiar Pradesh
and encludes any successar or successors therelo and uch eiher States of the Borrower as
the Borrower and 1he Association shalf agree fiom tme 1o ime such Staes ta be sebected
on 1he batis of the crilena sel furth i the PIP.

im} “nespeclive Pan of the Projes1” means, in connee hon wilh the Harrawer,
gctivilies o be carmed out ender Pans A and B of the Project pertaining 1o Projec
Instintions wnder the jurisdiction of 1he Borrower, and, in connection with the Project
States, activities to be earvied out under Famc A and B of the Prajeet perimining 1o Projest
Institutions under the junsdictan o the Progect Siates;

in} "SPFU" metans the State Froject Facilitetion Unil estabhished by cach ol
the Project Seates in accordance wh paragraph d of Schedule 7 of the Project
ApTeemeni;

{o) “Epecial Accoun” rEnans the account referred to in Part B of Schedule 1
12 WhLs Agrewtnent; and

L[] “Tribal Development Plan™ means the Borrower's plan dated May 2002
prepared 1o ensure that scheduled tribes and scheduled casles benefit feom the achviics
fianced wnder the Propect and referred 10 in Paragraph & of Sthedule 2 10 the Propect
Agreement; for the purposes of this definingn the follwing terms have the P lowing
meanings: “Scheduled Castes™ means ihe population growps specified as Scheduled
%
>
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Casies pursuant to Aricle 34] of the Constiturion of India; and “Scheduled Trbes”

means fhe population groups specified 25 Scheduled Trbes purtuant b Article 342 of the

Congtittion of [ndia.



ARTICILEN
The Cradil

Sexction 201 The Assocanen dgrees 10 lend v the Bomower, on the terms and
gondumions st forth or referred 10w ohe Do gclopmgnt {redit Agreement. an anwunl m
variDus currencics cquivalert 1o one hendred ciphty nine million Special Draning Raghts
{SDR 1ES00G.000).

Sechion 2.02. The amount of the Credil may be wathdrawn from e Credit
Accourt o sgcordance with the proviseons of Schedule | oo this Agreement for
expendiunes made for, 1l the Azzociaton shall s0 agree, 10 be madel in respot of the
reasonable cost of works, goods ind senaces requited Tor the Progect and o be financed
ol of the proceeds of the Credi

Sectepn 203, The Closing Cane shall be June 30, 2008 or such Taier dare as the
Asgociatign shall establish, The Assocation shall promplly nouly the Bomower of such
later date.

Seetion 2.04. (a) The Bormower chall pay to the Assormlion & commilment charge
om the princigal ameont of the Credit nor wilhdrawn from time to e 81 a raie to be sel
by the Agsociation as of June 30 of cach year, but nol Lo exceed the mie of oce-hall of

one percent (172 of 1%) per annum.



{2} The commitment charge shall accrue: £} from the date sixty days afler
the dule of ihis Agreement {Lhe acorual daie) te the respestive dates on which aacunts
shall be withdrawn by the Bemower from the Credin Account or canceled, and (o) al 1he
rate e 35 ¢f the June M immediaely preceding the accraal date and an such olher raies
us Ty be set rom ime e lime thertafier parsuant o poragraph da) dbove. The rate s
of Juma 10 mn each year shall B¢ applied [rom the next date in thul year specified in
Scotipn 2,08 of this Agresmenl

{3 The commitment charge shall be pad (i) o1 such plages as the
Assotaion shall reasonably reguest; (1) wilhwoul cestrictions of any kind imposed by, or
inm 1ha rerritory of, 1he Bormower: and {iii¥ (i the cumveney specified in this Agresment for
1he purposes of Section 4.02 of the General Condilons of in such oher ehgible correney
OF cumencics as may from hme 1o bme be designated or selecied puravani do the
provisions of that Section.

Section 2.05. The Bomower shall pay wo the Assaciation a service charge at the
rale of three-lourths of one percem §1/4 of 1%) per aonum on the prencipal amount of the
Credit withdraws and aulstand ing o time 10 lime.

Section 206 Communecnt charges and service charges shall be payable
semuannually on Apnl 15 and Qctober] 5 i cach year

Section 2.07. {8) Subpect 1o paragraphs (b, (¢ and (d) below, the Borrower shall
repay the pnncipel amount of the Credit in semiannual installmenis payable an each
Apral L5 and Oclober 15 commencing April b5, 2013, and eodimg Cridabeer 15, 2037. Each

installment to and includimg the nstallment payable oo Ocroberl 5, 2022, shall be one and

A
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ome-fourth povcent {1« 1A4%) of such principal amgunt, and pach ingiallment thereafler
shatl be two and ane-half pereant {2- H2%) of such principal amount.

[bY Whenever: (1} the Burmower's per capiia gross naticmal prodiet (GNP} as
derermined by the Associghon, shall have exceeded for theee consecutive vears The leve]
establisied ponually by the Association For delermuning ehgitlny 1w oaveess the
AssOELAen's resources; and (1) the Hank shall consider the Bartoner crediocarthy 1o
Bark lending, the Associalion may, subsequeni to ihe review and approval thereof by the
Execunve Dwrectors of the Association and afer due comswferaton by them off dhe
development of the Borrower's economy, modify the repaymient of msiallmenls under
paragraph {17 above by:

{AY  requinng the Borrower 1o repay twice Lthe amount of sach such
installment mot yer due until the prncipat smount of the Credt
shall have Been repaid; and

(8} Tequining 1he Bosrower to commence repayment af the principel
amount of the Credit ag of lbe first semiannual payment dzte
meferred 1o i paragraph (1) above fziling six months or mare
alter the daie on which the Associanon notelies the Bormrower that
the #venis set out in s paragraph (b)) have ercurmed, provided,
however, that there shall be & grace peniod of @ minmam of Gve
years 4n such repayment of principal.

{c) Il sa requested by the Boroweér, the Associefion may revisé the
rdificanion refened 1o i parsgraph ;b} above ta include, 1 liew of some or all of the

ingrease in fhe ammonts of wch installments, the payment of sicesst a0 an arnwal T

L



agreed with the Associalian on the principal amguit of e Credet wilthdrawn and
ouistanding fram lite Lo time, provided that, in the judgrment of the Association, such
revidion shail net change the gram element oheaned uinder the abowve  imencged
repayttent modsfication.

[d) If. v any o afier 2 modificalion of terms pursuant |¢ parayraph ;b
above, the Assgtialion deieniines thal (he Botrower's economu: condinon has
deterionated significantly, the Association may, if 80 requested by the Borrower, further
modify the terms of repayment 1o confvrm 10 3k schedule of installments a5 provided 1o
paragraph {a) above.

Section 108, The cumency of the Lnited States of Amernca s hereby specifisd

for the pusposes of Seclion 4.02 of the General Conditions
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ARTICILE III
Execution of che Project
Section 1.07. {3} The Bormower declires 115 commiiment to 1he ghjective af the
Project as set [omh in Schedule 2 40 this Agresmen). and. wotys ond:

[} shall camy out ws respective Pan of the Projeer with due
diligence and efficiency and 10 condformiy with appraprias
adwinistraiive, financial, amd educanonal prachices, and shall
provide. prampily 25 needed, (he funds, lfacihwies, services and
oher respurees required for rs respective Pad af the Project; and

{1} wihonl any lumutation or resiachon upan any ol s other
obligavions under this Apresment, shall cawse the Projecr States
ta ATy WUt thed respective Part of the Projeet with due diligenca
and =fMciency, in eonformity wilh appropraie adminisTrative,
{imanzial and educanonal pracuces and perform i accordance
with the provisions af ihe Projece Agreemwem all [he TESpEClive
aBligatons of 1he Projeet Stares theremn sl funh, and, to this end,
shafl lake and cawse 1o be taken abl aclions, aeluding the
provision of funds, facilues, services and other MeSOUEDES,
MSCESEry OF appropriale 10 emable the Project Siates 1w perform
such obhgations, and shalt no rake gr permit to be taken any
action which would prevent or interfere with sach periormanoe.

(b Without imetation 10 the prowisions to pRragraph {a) of this secton, and - \_

£acepl as the Bomrower and ihe Associaton shall otherwise aggee, the Barrower shal]



carry out us respective Pant ol the Project in sccordance with the Implementaton
Pregram st forth wn Schedule 3 10 this Agreement.

{c} The Borrower shall make pan of the proseeds of the Credit avanlable 1o
the Propect Siotes for theeit respective Pan of the Project inaccondance with the
Borrower s standard armangerments [or development assistance 10 ihe Siaes of Tnd

Secnon 5.02. Excepl a5 the Association shall sherwise ageee, progunement of the
gotds, works and services requirdd for the Pregecl and to be fimanced ouwl of 1he proceeds
of 1he Credit shell be governed Ty the provisions of Schedule 1ia the Propect Agreement.

Seopion 1.07. (3} The Bomower and the Associabon herchy agres that the
abligations set farth in Bechens 903, 9.04, $.05, 9.06, %07 and 308 of the General
Conditions {refaving to insurance, use of goods and services, plans and schedules, records
and reports, mainlenance and Eand acquisition, respeciively) in respect of the Project
States” respective Fan of the Propect shall be cameed oul by the respettive Propest Siate
pursuani (o Seclion 2.0 of the Fropect Agreement

-3} For the purposes of Sechign 9.06 ol the General Condilions and withaul
lirmtateon thertta, the Bornower shall: (1) prepare, on ihe basis of guadehnes accepable o
the Assocwation and fumish o the Associstion, nol later than 1% (5] monihs after the
Closing Date o such later dave 28 may be agreed for this purpose behwedn the
Assoosation and the Borrower, & plan for the future operation of the Project, such plan to
conzist of 2 consolidation of the Borrower™s own plan together with the plan suhrmirt:a;i by
the Project States (o the Boreower ik acoordance wah the provisions of Section 2071 (b
of the Projecy Apreement; and (i) alford the Associstion a ressonable opporfunity o

exchange views with the Bommower and the Project States on smd plan.

=

=
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ARTICLE v

Financia Covenanis

Seetion 441 [a) The Borower ghall maunlam or suse ty be munniaeted records

and aecounts adequate 1o reflect accordamee wal sayumd FCCOUNbnE pricices the

uperalions, ressarces ond expendituies o respect ol the Pregect of: (1] e deparments

and agencies of the Borrower responsible fur the Project amd of the Praject Insniuninng

sporsored by the BTE, and () she Pragect Seates respansthle for carmving gt (hetr

TESpECiive pans of the Prajecl and of the Fratect tnsnrunens spansored by the Propeer

Slates.

M

The Berower chall

{1}

i

have the records and accounts referred (o in paragraph (8] of Ths
Section wcfudg thase fog (he Epecial Account Tor each fiscal
year audited, 1 decoadance with appropniale gudiong prndiples
contistently apphked, by independen auditars acceprable to the
ALsniation:

furmish to (he ASS0UIEN 0N a5 span g available, but in any case
not laer tham six monihg afiey the end of #ach such year, the
repot of sech audn by said audilers, of such scope and in such
detail as the Assaiabion shall have reasonably  requested
neluding a separage apmien by sud audiors as g whether the
Froject Manspemen; Eeprrts or statemwmis of €3 prem] ifure

subritted during such Fusgal year. wgether with the procedures

h
29
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- 3.

and miemal controls involved m their preparation, can e relied
upon to support the necessary withdmyals, and

furmish 1o the Assaciaion such mher information concerming
said reconds and accounts and the awdit theeeof as rhe

Association shall from Dene W ime reasanably regues

Far all expendilurts with respect 10 which wathdeaw als from (he Credit

Accoum were made on the basis of Project Mansgement Reperts or

statemenns of expendilure | the Bormower shall:

(i

{iil

i)

(iv}

mainiain of gawse (g be mamiamed, 0 aceordance  with
paragraph (e} af this Secon, records and accounts reflecling
such eapend tures,

retaim , unts] et least gne year afier I Aszociation has received
the audit report for the fiscal year in which 1he last withdrawal
fram the Credil Accauwnt was made, all recoods {contracts, orders,
inwoices, hlls, receipls and albker documents) estdencing such
cxpendiures;

enable (he Associdtion's represemiatives o examuone  such
recprds; and

ensure that such records and accounts are included o the annual
gudit  refeseed to 0 paragraph (h) of this Section and that the
report of such audil comains a separate opinion by sad auditors
a5 w0 whethet the Project Management Reports o1 statements of

expenditure submied during such fiscal year, 1ogether with the

34
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procedures and iniernal controls nvolved in their pre paration.

tan be relied upon to support the related withdrawals.

Seciipn 402 {a} Without limetarion up=int Yhe provisions of Section 4.40] of ths

Agreemwend, the Borrower shall carry oul a s bound 2¢nmon Plan accepiable 1o ity

Associanon Foe the sirengthening of its financial numagement system for the Project i

order 1o enable the Bomower, by January 1, 2004 or such later date as ihe Association

shall agree,

e prepare quacterly Project management Feponls, acceptable o the

Assorialion, cach of whreh:

[}

{iiy

(Lo}

(A} se1s Jorth actusl sources and applicabiong ol funds for the Projee,
bath cumulatively and for Lhe peried covered by sz repon, and
propected sources and applications of funds far e Project for the six-
masith perrod fallowing the penod covered by said report, and (B) shows
separately ¢apendiiures financed au) ol the proceeds of ihe Credit during
the period covered by said report and expenditures propased 1p be
linanced out of the proceeds af the Credit dunng the six-mronth period
follewing the period covered b sard repon,

(A) describes  ghysial Progress n Prepeer  implemeniation,  both
curmulatively and for the peried toversd by saig repeort, and {B) explaing
varianoes between the actuwal and previously forerasi implensntation
largeis; and

sets forth the status of procurement under the Prajeci and expendinres

under contracts financed our of e proceeds of the Credit, as at the end

Kg%

ol Ihe pericd cavered by said Teport.
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(b Upan the completion of the action plan refemed 1o tn paragraph (a) of
{has Sechian, the Bortower shall prepare, in accordarce with guidehnes accepable to the
Assoialon, and furmish o the Associatom nol later tham 43 davs after the end oF gach

calendar quarter & Project Management Report for such petiod
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ARTICIE ¥
Remedies of (he Association

Secnon 501, Pursuant o Section 602 (1 of fOw ticneral Conditians, vhe
following sddimnal cvenis are spec 1 e

Y} Any ol the Project Sies shat) have faled 1o perfirm any wl s
obligatons under the Praject Apreernent

1] A% & resull of evenis which have accurred after the date of 1he
Development Crehiy Apreemen, an exmaardinary setwation shall have arisen wwhech shglf
make 10 imprabable that any af the Progeet Stares will be able tw perform g oblrganon s
under the Propeer Agresmeni,

Secuon 5.02  Pursuant ye Sechen TOIh) of the {heneral Condingns, ihe
following additional ¢vent s specified, namely thar amy evenl specified o paragraph {a)
of Reclion .01 of this Agreemen shall gccur and shall continue Moz 2 penod of sy days

afer nolice thereof shal| have been given by the A ssociation 1o the Borrgwer,

PR

.



ARTICLE ¥1
Elfective Mate; Terminacion

Secuon 601 The following s Specrlied a5 an addinoral matter, within (he
Mearung of Section 1207 ib) of the (eneral Conditions, tw be wcluded in the opimon o
apin Hans 19 be (urmished b the Associabon, gumely. (hat rthe Froject Ageeement has Leen
duly autherized or vardied by each of ghe Progect Sates. and 1= lzisally Binding upon each
Frojeet State in accordance with 115 [ErTHg.

Seciion .07, The daie minety (90} days after 1he daie af this AgTement is hereby

pecified For the purposes of Sectinn 12.04 ol the Gieneral Conditans,

§
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ARTICLE ¥LE
Representalbves of e Barrpwer; Addresses
Sechion 701, Any Secrenry. Addnional Sevretary, Jennl Segretary, Threciar,
Deputy Secrenary or Under Secrerary of the Depaniment of Foonomic AVfars n the
Mimsiry of Fimance of the Bomawer is designaied as represepiative af the Bowower for
vhe purposes af Sechon 1102 of the General Condinuons.
Secnon 70T The following addresses ase sperified for the purposcs of Secren
11.07 of the General CondDons:
Faor the Barrower:
Secrelary 1o the Govemnment of Indis
M nisrry of Fimanes

Diepartment of Feonome Aflmrs
Mew Delhi, Indix

{able address: Telex. Facsirmle:
ECOFALRE 0533166175 1113003404
Mew D ltn

For the Association.

Irternational Dewzlopment Association M
LRIE H Smeet, H W,
Washinglon, TLT, 20433 S \V
Unnied States of America . \
1!
Cable address Telex: Facsimile: -
THLEYAS 245423 (M) or (2021411 5391
Washingion, D.C. 64145 (MCT)



TR

IN WITHESS WIHEREOQF, b parles herelo, achng through iher duly
aulhorined repressniatives, have caused (s Apeement to e signed n their respeciive

names n Mew Dedhe, ndia, as of the day and year Dirst abave wriien

MDA

By

Authonzed Kepresentative

INTERNATIONAL DEVELOPMENT ASSOC[ATION

By

Country Cirecicr, [ndia

\
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proceeds ol the Oredit, the altocation of

the perceniage of ¢ spendiures far jlems w10 b Ninanced in cack Caregory,

1%

(2}

LE]]

()

{3}

<20 .

SCHEDULF |

Withdrawal of the Proceeds of the Credit

Genera!

The table below sers fonh e Caepones o 1ems to he financed our of he

Caleginy

Inshitutiona Dhevglopment
Subprojects

Gonds under Pan B of
the Project

Books and
lraming resourges
undee Fart B ol the Projec

Conzullants” Services
under Part B of the Proecs,
ineludeng audif fees

Training and workshops
under Part B of the Proect

Amourt ol 1he
Credil Allacated
(Expressed in

SR Equphalen)
1735 400 _(10

450,000

110,000

EERRELY

1,064 00

the amounts of the Crede o each Categary and

ol

Expendiures
1a bt Fing need

iy

100 oof Foreign
Eapendifures,

1% af focal
capendiiures
{ex-facinry cose)

and B0% of lucal
expenditures for ather
Hetns procured

Ipcally

0%

B,

1007

\
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Amount of the

Credit Allocaicd Yol
{Expressed in Expenditures
Calegony SUR Fourvaleni] 16 be Fipanced
161 Incecmenaal Operating Casts 2680 GO0 8% unnt
under Part B af the Projea Decernber 3|, 300,
65% unnl

Drecemtber 31, 2005
and 25% thereulier

17} Unallocaied 8337 080

TOTaL | &5 00 00

2. For the purpases of this Sehedyle:

e} the term “Foreym sapendiures™ means expeidilures in 1he cerreney af
any country other than that of the Bormawer fipr gonds or services supplied from rhe
termiary of any country other than tha of i Bomrower;

(=} the (erm “local expenditizes” means ekpenditures 16 the currency of the
Borrower or fur goods or services Supphed from the 1emitory of the Borrower; and

3] the term “ineremental operating tosis” means the costs of opernian and
maintenance of equipmeni and vehucles, office remtal and cxpehises, hiring of wehicies,
salarics and allowances of addicional staff, and wavel costs incurred for the purposes of
carrying auk the Projeci.

3 Matwithstanding the provisions of pacagraph | above, no withdrawals shell be

made in ;



-22-

{al respecl of pavmenls madé for expenditures mioT L the gae of this
Agreerment, except that withdrawals, o an apgregale amount nol cxceeding the
cquivalemt of SDRIGOMH. miy be made on accound of payments mace for
cxpendiunes be fon: thar dace ban afier Jamary 1. 2002 and

(b} respect of an Institutional Deseloprnent Subpruject untess {11 Lhe
[nstivutiongl Deevelppment Subproject has been prepared in accordined with the
requiremients set forth in the FIP. and {1} an MO0 has been entered imo benvesn the
relevant Froject Institution and a Project Sate o BTE in respest of such Trstinoional
Deevebopment Subproject.

4. The Association may require withdrawals fram the Credie Account 1o be made on
the basis of statements of expendilure (o expenditures fors {8} works under conracis not
exoerding 3300000, (b)) goods under contracts noc exeeeding $200.000 squivalent, ()
strvices under contacis nol eaceedmg B100,000 cguivalemt Tor ermphoyrment of
consulting [ims and 550,000 for employment of indivedual consultants, respectively; (d)
books and learrung resources, {e) traiming and workshops; and [} Incremental Cperating
Costs, alb under such terms and comditions as the Association shall speeify by nohes io
the Boerower.

B. ial Accounl

I. The Borrower shall open and matnizin in dollars & special deposit scoount, m the
Feserve Bank of India, o tetts and condibans satisfactory 1o the Association

L Afler 1the Association has received cvidence satisfactory 1o o that the Special
Account has been opened, withdrawals fom the Credil Account of amounts o be

depisied inio the Special Account shall be made as follows.

e
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(3] until the Associalion shull have received (1) e {irst Propect Management
Report referred tooan Section 4.02(b] of this Agreement and {ii] 2 request from the
Burrewer for withdrawal on Lthe basis of Project Managemen! Reports, withdeawals shall
e made i accorslanee with the provisions of Anmex A o ths Schedule, and

tb} upan receipt by e Assgeaton of @ Progeor Manigement Repor
pursuanl to Sectn £0Hb] of this Apreement. accompanied by @ reguest from the
Buortower {or withdrawal on (ke basis of Project Menagement Reponis, all further
withdrawals shall be made in gecordance with the provisgns of Annes B 1w ths
Schedule
L Paymenis oul of the Special Account shall be made exclusively Tor Ehgible
Expenditures. For each payment made by the Borrower out of the Special Account, the
Boreower shall, at such Lwme a5 the Associanion shall reasonably request, furnish 4o fhe
Assaciation such documents and other evidenee showing that such payment was made
exclusively for Ehgible Eapendiivres.
4. Mgraithsianding the peevisions of Part L2 of this Sehedule, the Associaton shall
nod be requined to make Turther deposits i the Special Acoount:

(a} IF the Asseiavion detcrmunes 81 eay time that any Propest Management
Repont does e adequalely provide the information required pursuant 1o Section 4.02 af
this Agreement;

(B} if the Association delemuines a0 any lime that all furher withdrawals
should be rade by the Bormower dicecthy from the Credie Accgunt; or

{c} if the Bormgwer shall have faded to furnish to the Association within the

pericd of time specificd in Secton 4. 01(bKii} of this Agreement, any of the audit reporcts

AVl
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vaguired Lo be furmished o the Assocation pursuant bo said Section i respect of the audit
ol {AY ihe records and accounts for the Special Account or (B) the records and accounis
refecning experditures wilth respeet foowhich withdrawals wene mads on the bass of
Froject Management Reparts or statements of wxpenditare.
5. The Association shall net be required to maks [Urthes deposils into the Special
Acpounl i accardance with the provisions of Part B.2 of this Schedube if, at any nme, 1he
Association shall have notibied the Borrower of s iniention to suspend in whole or
part the nght of the Borrower w make withdrawals from (he Credit Aceount pursuan o
Secorom 6.02 of the General Conditiens. Upon such nonBicanion. (he Associstion shall
defermine, in us sole discrenom. whether (urther deposits inla the Special Ancoun may
be made and what procedures should be {otlowed for making such deposits, and shall
nonfy the Bormower of sis dewenmination.
& {a) Il the Assceanan delermines a1 any time 1hat any payment oul af the
Special Account was made for an ¢ pendiiure which is not an Elgible Expenditure, or
wat nat justified by the ewsidence furmished o the Associalion, the Borrower shall,
promplly upon notice from the Assocation, provide sech addmional evidence as the
Associdlion may reguest, or deposit g the Specisl Account (or, if the Associaton shall
50 requesl, refund to the Avsociation) an amount equal to the amoum of such paymen.
Unless the Assocnation shall otherwise agres, no furher depodit by the Associalion tnto
the Special Acegunt shall be made until \he Borrower has provided such evidence or
made such deposit or refund, s the case may be.

(b} If the Association determines al any tires thal &ny amount guistanding in

the Special Account wall not be required 10 cover payments for Ehgible Expendiures

{
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during the zix-manth pengd follewing such deteromination, the Bormewer ghall, promgtly
upan neiice from the As!uti:tic.m. refumd o the Assodiation such cutstanding amount.

{ch The Borower may, upon nolee b the Association, refuad o the
Association all orany porlion al 1he funds on deposit in the Special Account.

(d) ReTunds 10 \he Associabion made purswant o sub-pacagraph 4zl (bhor ol
of thus paraxraph & shall be credited to the Credi Aceount Mor subsgquent wribdrawal or

for canceflangn wn accordance wilh the provisions of the Developrmenl Credit Agreement

\



-2 -

Annex A
to
S5CIEDULE |
Cperatian of Special Accoum
When Winhdeawals Are Mot Made
On the Basis of Frojeer Management Reporis

1. For the pumposes of thiy Annex the termn “Authorized Allocangn” AR an
AL Equivaleny e BIZ00GOMN to be wilhdrawn from 1he Credit Account and
deposited inio the Special Account PUCSUAAN I paragraph 2 of jhys Annex; provided,
hewever, thal, wnless e Azsociation shall atherwsse agree. the Authorized Allseatian
shall be hmited to an 3mount equivalent 10 S6000.000 wnil the apLtégate amount of
withdrawals from the Credy Acoount, plus the tofal amoum of 5] mulslanding special
eommitiments entered nlo by the ALSOCIA00N pUrsLant 1o Seclion 5.02 of the General
Conditivs shall equal or exceed |he v lent el SR 30,000, (e,
2 Wilhdrawals of the Authosized Allocanon  and subsequent withdrgoaly o
replenish the Special Accgun! shall be made as follows:

{a) For withdrawals of e Aulhorized Allocation, ihe Bomrower shall furmish
10 the Agsnriation g PEqUest o requests fr depasit intg the Special Account of an EMaun|
Pramaunts which in the aggregate do nor exesed the Autherized Allocstion. On the basis
of ach such request, the Assteration shall. on hehalf of the Borrower, withdraw from the
Credit Account and deposit intg the Special Account such amount 88 the Bormawer shall

hive rivquesisd.

[
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(b For repltenishment ef the Special Account, the Borrower chall fumish o
Ihe Associalion requests for depasit antg the Special A<count al such inerals 25 the
Associanan shall specify. Prior 1o or a1 the nme of each such request, the Buormowr shall
fuemesh 1o the Asseciation the documents and atfver vidence requined purswanl oo Part B3
of s Schedule to this Agreement for the payment or pavments i respect of whch
replenishment is reguested. On the basis of sach such request, the Association shall. on
behalf of 1he Borrower, wilhdraw from 1the Credit Account and deposit ina the Special
Accoun! such amownt as ihe Barrower shall have requesied and as shall heve besn shown
by sand documents and cther evidence 1 have been pand oul of the Special Account for
Ehgible Expenditures. Each such deposit into the Special Account shall be wilhdrawm by
the Assaiation rom 1he Credit Account under one o mare of The Eligible Calepores.
1 The Association shall not be required to make further deposils inte Lhe Specal
Account, once the il unwithdrawn amount of the Credit minus the 1tal amoun of all
ouistanding special commitments entered it By the Associanion pursuznt 10 Secnom
502 af the General Conditions shall equal the equivalend af rwize the armoun of the
Authorized Allocation. Thersalter, withdrawal from the Credit Account of ihe remaining
unwithdrawn amount &f the Credit shall folkew such procedures as the Agsociabon shall
specify by natice to the Barmower, Such funther withdrawals shall be made anly after and
1o the ealent thal the Associstion shell have been sabisfied that all sweh amaunts
remaining on deposit in the Special Account as of the date of such notce will b unlized

in meking payments for Eligitble Expendiire:.

)
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Annes B
1a
SCHELMILE 1
Dperatisn of Speeial Account
When Withdeawals Are Made
On ihe Bagls of Projece Management Reporss

l. Excepr as the Assncialion may athersise specify by natice to the Borrawer, al|
tithdemwals from the Crede Account shall be deposited by |he Assocwtion o the
Speeial Account in aecordance with the provesions of Schedule § to thes Agreement. Each
such depasit inte 1he Special Account shall be withdrawn by the Associalion fram the
Credit Accaunt under one or mare of the Fligible Categories,
2. Each appleation for wilhdrawal from the Credit Accound for deposit g the
Special Account shall e supparied by a Progecs banage men Repon,
3 Upen receipt af cach applicanon for withdrawal of an amgunl of 1he Credit, the
AsFociation shall, on behall of the Barrower, wathdraw from e Credi Accoune and
depasil i the Speaial Accours an Amounl cqual t the lesser of: (a) (he amounl sa
requested; and (b the amourt which 1he Assaciation hax determmed, hased on the Projec
Management Brpor accampanying saed application, v required by be deposiied 1 order
to Birsrce Eligible Expendsares during the six-month period Following the date of such
report, provided, howewer, that the amount sa deposiied, when added to the amwowm
mdicated by said Projecy Management Report to be TEmaning 11 1he Special Account,

shall not exceed the sguivalen of $50, 000001,
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SCHEDULE
Deseriptheun of the Projeci

The abjective of the Progect is to support production of hagh geality techmcdl
professignals through teforms i the techmcalfengineting educalion system m drdef 10
russe productivity and competinveness ol the Indian economy  The Propecl is pan of a
lang-term program of the Bormawer designed i purssahee of the Borroeer's Kabonal
Pohey on Educplion whose shigctave is 1o amprowe the quality of techmealienpineenng
edugangn including inier gy threugh; (i) cregteng an environment in wheeh engineenng
educalion insliubons can MMmeve ther awn goals for excellence and Sustan (he same;
(u} supportng  Inttiluional Development  Subprepects of  compehively selected
instatulions 1 Achieve higher levels of academic performance and relevangs 1o the society
and the sconenmy, #nd (1) supporting improvemnents in the sysiem mandgement cepacily.

The Progect <onsists of the fellowing parts, subject o tsuch o ficangns thereol
a5 the Borrawer and the Assooabon may agree upon from tme 10 hme 10 achieve such
obyective:

Eapt A Institutignal Development

The carying oot of Instiwional Development Subprojects comprsing the
[ollowing ach vilis
(2} promation of acederue  excellence ncluding, among  others, The
follawamg activities:
{i} HERROVE RIS i1 nshautional governance and, managerment and
pdminisiRiive practices;

(u}  improvements in i2aching, Taimng and lzaming facilines;

o
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{111) IMPOVEMEN]S 16 curmeular praciices;
(ivd  faculty and stalff development.
(¥} enhancement in postgradeate education and  research, and
consulancy activities,
[v1) enhanced nlerachon with mdustry: and
(v} meoreased alleniion to squaly issues.
{b networking of acadérmic  instilumons for quality crhancement and
resource sharing; and
[c} enbancing quality and meach of stademic serviess 10 communtty and
ECOMOMY.
Panl B: Syatem Manapemenl Capag |ty Improvement

Improving s¥SICM managemenl capacity throwgh:

{a)  devtlopment of modem mardgermenl practices through tramng of
policy planners, managers and admimsiratos rom the central and perticipaimg State
governments, and thar bodies concermed with the management of tec mcal/engineering
cducaiion;

tb]  carrying out polcy and sysiem research studies at the Swaie and
nanomal levels;

ic) carmrymg ol awdits o respact of efoms, performance, quabiby and
afficiency of Froject [nstiutions. ; and

(dy  establishment of structures and facdsties for Program management al

the central and State levels.

s



-3 -

The Project is txpected w be completed by December 11, 2007,
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SCIIEDTLE ]
Implcmgntation Program
1. Thei PBuoarowet shall

) smplernent, through BTE 1w respecuing Part af the Propect i wocordanes
with the Project Implermentaion Plan agreed wiuh e Association, and. ¢xcepl as the
Assocunen shall otherwise agrer, shall oo amend or walve any provision Thereal 1t, in
the opinien af the Asseeiation, such amendment or waiver may manwmially o edverseby
affert the obyectves of implememiation of 1he Froject;

by wilbout prejudice 1o the generabty of parsgraph (a1 above shall
rigerously enlorce the ehgibility critena for Project States sed forth in the FIF and shadl
only allow for inclusion in the Praject those States which adequetely demansmals
preparedness to carry out all such reforms as are required by the clagbility critena and
which mweri 1he criteria in &b respects,

{e] withowt prejudice to the generalny ol paragraph {8) abave, shall, and
shell cause Project Stales to, mgorously enforce the eligibility emtene [or Propect
Institutions agreed between the Bomower and the Mssociavion set forth i the PIP and
ensure that only institulons which meet the critena i all material respects ae considered
under Lhe Froject.

{d) ensure that the selection of Projsa Instinions o participate and benelit
under the Project 1s transparerd and i accordance with the agreed eligibelity criterin and
selection process sei forth an the PIF; and

{e] enrer, threugh BTE, into MOU™Ss with instittons sslscted 10 beooms

Proyect Institutions, as appropriate, for carrying out the Project and shall causc the Projact

N
R
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nsilutiang 1o camy oul the Proptct in accordance with ihe oblgations under the bOL
and the PIP.

r The Borrewer thall ¢nsure that ihe Propece States and BTE implensent and sustam
all moasuns requred o beoaken in accordange with the elighlity gritena and
requiterments set Forh in the FIF 1hroughoun the peniod of Progject implemeniaton.

3 The Borrower shall kave wmn place & fully operational woplemeniaoon umt with
adequale staiT and resourcss as provided in the FIP.

4, The Bomrower through BTE and peinlly with the Project Stales: {6) by no laler
thar March 31 in each year shall dewelap an annual paming and stedy lour program [ lar
the purposes of thiz parsgtaph “the Trasmng Program™) for improvernenn of sysiem
managerment capacily 8 (he central, state and mstiutional levels, and (n} shall provide by
no later than Apn| 30 i exch year 8 copy of the Traimng Program o the Agsoddtion and
(i3} shall thereafter implement ihe Traning Program, takng inlo accouni the comments

ol the Association thereon;

5 The Borrgwer shall provide to the Associalion: {3} ser-annually by o later than
April 30 and Ociober 31 wn each wear, the hindings of the ndcpendent perfrmance,
reforms, quality and cffcwency audis camred ool by each Projeet Siaic and BTE in
accordance with the PIF; and (b} within 3 tnonths of recerving the pesults of the ressarch

stuudaes beang carned out by SPFUs and NPIU a copy of such research studies,

&. Fhe Rorrower shall, through BTE, and iogether with the Project States and the

Associaiion underfake bi-annual reviews of Progeol implemeniation on the basis of
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portermine madcstoes agreed warh the Asacatnm, s, thereafier, shall g lenwnt the

f"mji.'L'l rilkllll: Dk accovmend dhe (sl of such (LR T

T Hhe Bumuower shall through BTE and abe Frogec) Staes, ensune that atl Praect
Indsutsms inplement the Trbal Development Plan to ensure thal tibal and vulnvrhle

et b B FiE e Proqec] activiies
REthl] 1

¥ The Boreawer, threugh NPIU, shall ensure that, as part of the selection Process, 4
finane ) management evaluation sl all ipstiluians seeking 1o become Progect Instilunons
and recerve finanging under the Project 1 camied oul, such evaluation to be made on the

basis of ihe financial management évalugtisn enleria set forth i 1he BIP
9. The Barrower shatl:

{a) mamnlamn policies and procedures adequate o enable W te momtor and
avalualé on an angoing basis, 1n accerdance with performance indicators agreed with the
Associalion, the carmying out of the Projcct and the achievement of the ahyecies

thereol.

(b propure, wgder looms af eeference salisfaclory 1 the Assogiaiion, and
fumish 10 the Association, on or abwut Scpember 30, 2005, & report integating the
resulls of the mumiconing and evaluaien wtoanes petformed pursuance w paragraph (1)
of s Bectian, un ihe progress acheved sutmyug out ol the Praject during e pened

precedmg the date of sand repont and seltmg out the nwasures recommended 1o ensure the

‘. '\\\. '
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eifcient carrying aut of the Project and the achieverment of the obyectives thereofl dunng

lhe pernod following such date;,

(3] review wilh the Associauon, by October 11, 2005, or such later dare as
the Asseriation shall request, Ihe repor refemed 4o paragraph (b} of this Seclwn. and.
thereafler, take all measures required 1o ensure the eificent completion of the Project and
the achuewemnent of the abjectives thereol, based on the conclusions and recommendations

of the said report 8nd the ASSeolion’s ¥itws on the matter.



